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The marketpl"

dw;tty continue, to be dynamic.

s shifting and changing, and the pace

~ -

a more coordinated approach to health care. This coordinated approach is frequently referred to as "managed care."
The advantages of coordinated care include preventive
care, quality measurement, management of chronic

traditional roles and relationships between consumers,

conditions and the ability to provide comprehensive care

providers, insurers and government are being redefined.

within a budget. By making quality health care more

For instance, the marketplace -

affordable, this approach also expands access to more and

inflation in medical costs -

spurred by the level of

is shifting from indemnity to

more people.

receive their care through some form of coordinated

ferred provider organization (PPO). For example, nearly
3 million Floridians participate in an HMO. Ninety-four

available options.

care system that provides the highest
quality health care in the world while
keeping medical costs under control.
-

strong customer growth accompanied by solid financial

health care coverage and the level of satisfaction both

performance.

ranked in the 90th percentile last year.
For the fourth consecutive year, the independent

customers in 1994. This is one of the largest increases in

insurance rating firm of Standard and Poor's gave BCBSF

the company's history and brings the total number of cus-

an "A+" rating, citing the company's strong market

-

Bill

~

achieved in tandem with a
solid financial performance.

The pressures brought to bear by the increasing

A net income of $95. 7

customer demand for coordinated care have sparked

million on revenues of $2.3

reactions among players in the health care industry.
These reactions are evident in Florida and across the
country: There is an increased demand for family physicians, at odds with the current ratio of specialists to family

As a company, we will not be satisfied

r:::"I

This growth was

Looking forward, we see this trend continuing.

with yesterday's accomplishments.

We look

forward to the opportunities a dynamic
environment creates for developing innovative

I

-

new products, expanding access to affordable

health care coverage, and most importantly,
increasing the value we provide our customers.

-

William E. Flaherty

billion allowed us to continue our investment in policy-

position, strong balance sheet and strong operating

holders' equity, bringing it to $559.3 million at year's end.

performance. The company also received its first rating

Policyholders' equity is an important measure of the

from A.M. Best, another independent company recognized

company's ability to meet its obligations during times of

for evaluating insurers. According to A.M. Best, BCBSF's

Continued on page 4

Continued on page 5

G. Hunter Gibbons

2

and retention, particularly among Health Options
customers where the number of customers renewing their

of last year's growth.

icant portion of the company's overall growth last year.

PAGE

We maintained a high level of customer satisfaction

plishments to report. It was our sixth consecutive year of

accounted for 35 percent

their health care. These programs accounted for a signif-

industry and government to build a health

improve health care quality while controlling costs.

organization (HMO),

chosen a coordinated care approach (HMO or PPO) for

work with our customers, others in the

quality health care possible. Performance is one way to

health maintenance

of Florida (BCBSF), 83 percent of our customers have

We will continue to

and develop new programs and products to further

Health Options, BCBSF's

In our own experience at Blue Cross and Blue Shield

in a positive way.

the people of Florida with the most affordable, highest

tomers to nearly 2 million.

percent of these consumers made this choice over other

our health care system continues to evolve

to serve the needs of new customers in a growing business

The company grew by approximately 150,000 new

care-health maintenance organization (HMO) or pre-

industry, we are committed to making sure

Flori9a's (BCBSt}eontinuing commitment to provide

In terms of 1994 results, there are significant accom-

Americans with private health insurance coverage

As a leader in Florida ' s health care

than anticipated. It also provides the resources necessary

gauge our success in meeting this commitment.

Today, more than 60 percent of all working

D
•

economic uncertainty or when claims expenses are higher

I

:i
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Continued from page 2

Continued from page 3

practitioners. The hospital industry is restructuring, and

slowing the rate of medical inflation. Innovative health

"A" (excellent) rating reflects the company's dominant

undergoing dramatic and rapid change, these achievements

today's trends involve mergers, consolidations and

care programs that focus on coordinated care have

position in the Florida health care market, its consistently

take on even greater significance. Looking forward, we

alliances. Consumers are demanding cost-conscious

contributed to a 20-year low in the national medical

strong earnings performance and its strong position in

will not be satisfied with yesterday's accomplishments.

options that don't sacrifice quality. Employers are more

inflation rate. This downward trend has continued during

managed care.

sensitive to the customer service their employees receive.

the first half of 1995.

And, lawmakers in Florida and Washington, D.C.,
continue to debate health care legislation.
One thing is clear. Consumers do not want their

83
78

to be leading that

73

1995, Florida lawmakers considered proposals that would

health care at afford-

have eliminated coordinated care plans like HMOs.

able cost to nearly 2
million Floridians.

Growth In
HMO/PPO
Business
( based o n m em bers )

59

progress by
providing quality

Florida businesses and consumers were vocal in their

BCBSF is an independent mutual insurance company

BCBSF is proud

health care options limited. In 1994 and continuing in

critical to BCBSF's success. To meet the challenges

of Insurance just like other insurers operating in the state

ahead, we are working to improve the company's

of Florida. Last year, BCBSF paid $42 million in state

effectiveness and efficiency through a total business

and federal taxes and assessments.

transformation initiative. We are redesigning our business

Continuous quality improvement is an important

2.

accelerate, and the ability to manage change will remain

and is subject to taxes and regulation by the Department

co mponent of our commitment to provide our customers

processes to ensure that our customers continue to receive
the quality and value they expect from BCBSF.

'84 '86 '88 '90 '9l '94
Percent of Business
In HMO/PPO

with the highest quality

(Sourcec BCBSF Srarurical Dept)

opposition to such legislation. They want the flexibility

The rate of change in our industry continues to

1.9

This progress needs

Growth In
Customers

To be certain, our environment will continue to be

health care. We are

dynamic. As a company, we look forward to the opportu-

proud to note that

nities this creates -

Health Options has

new products, expand access to affordable health care

government to build mutual understanding of the issues

earned full accreditation

coverage, and most importantly, to increase the value we

allows members to obtain services outside the network)

related to health care. Working together, we can continue

from the National

provide our customers.

and Medicare & More (an HMO for seniors) are just two

to build a health care system that provides the highest

to choose from an expanded range of options that include
HMOs, PPOs and traditional fee-for-service plans.
Innovative products like Elect Care (an HMO that

17

(figures are based
on conversio n
from contracts to
m em bers)

14 - 15 1 1.5

to continue. As we move forward, BCBSF will continue
working with our customers, others in the industry and

'84 '86 '88 '90 '9l '94
of the ways we are providing our customers with the
range of options they need and want.
BCBSF, as the leader in Florida's health care industry,

quality health care in the world while keeping medical

Total Number of
Customers

Committee for Quality
Assurance (NCQA),

personally. Our customers are more than just names on a

costs under control.

anindependent,non-

contract or numbers in a ledger. In the following pages,

We will continue to offer our customers a range of

profit organization that accredits managed health care plans.

products that give them the quality and value they expect

continues to evolve in a positive way. This will require

for their health care dollar.

performs well when measured against NCQA's national

our best efforts. It will also require the government to

g~~

standards for quality management and improvement,

G. Hunter Gibbons - Chainnan of the Board

medical records. It is the seal of quality all consumers

and innovation in the private marketplace.

At BCBSF, we do take our customers' health care

( i n m illi o n s)
(Soun,,, BCBSF Starurical Dep,)

is committed to making sure our health care system

maintain an environment that encourages competition

opportunities to develop innovative

I.J

Full accreditation demonstrates that Health Options

physician credentials, preventative health services and

As an industry, we have made significant progress in

should look for when considering a health plan.

providing consumers with quality health care while

When viewed against the backdrop of a marketplace
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we'll introduce you to some of our customers, employees
and provider partners. Their stories help illustrate just a
few of the ways we take their health care personally.

w~~~~
William E. F1.aherty - President & CEO
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Alvin Smith, President of A. L. Smith Mechanical Contractor, Inc., can quickly size up the
plumbing, heating and air conditioning systems of an office building -

that's his job. But

there's another skill he's developed over the years, a sixth sense that lets him size up the
1

personality of a company as he deals with its miles of duct work and environmental controls.
After spending hours working in different Blue Cross and Blue Shield of Florida (BCBSF)
buildings, Alvin was able to size up our company long before he needed new health insurance
for his company.

,,

"I'll be honest with you," he said, "we've been in few facilities where the management cares
about its people as much as Blue Cross and Blue Shield of Florida." Alvin took note of the fact
that BCBSF is constantly looking for ways to enhance the well-being of its employees. "They

'\I
_..

have meetings and seminars to improve the work environment for their employees," says Alvin.
"We have the same philosophy in our company."
That's one of the reasons Alvin left another insurer to bring BCBSF's Health Options HMO
coverage to the office workers, engineers, sales people and field personnel in his Jacksonvillebased company. He pays 100 percent of the premium, including coverage for dependents,
because "health coverage is important to our employees." He also realizes that if "people are
healthier and feel good about where they work, they are more productive."
Alvin and his employees are pleased with the quality of care they receive from BCBSF's
Health Options and with the large number of physicians available in the network. "We have
excellent doctors willing to work to keep costs down, which means everyone wins -

I pay less

and my employees pay less."
But most of all, Alvin stresses the personal care he gets from BCBSF employees. "They really
made our transition to Health Options smooth." All in all, he says, "BCBSF has done outstanding
things for us."

'\

' ,,

•

Alvin Smith, President of A.L. Smith Mechanical Contractor, Inc., says one of the reasons he chose

BCBSF is because they share his philosophy of caring about employees.

• -•

Employees at A.L. Smith Mechanical Contractor, Inc. are pleased with the quality of care they

receive from BCBSF's Health Options and with the large number of physicians available in the network.
Pictured with Alvin Smith (right) is Alan Korb, Vice President.

Q

BCBSF's coordinated health care programs offer a wide range of doctor choice -

9,377 primary care physicians and specialists in the HMO and 19,754 in the PPO.
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Marlene Cotto has but one regret about her friendship with Rebecca Valdes, a nurse case
manager with BCBSF's Healthy Addition program. If she could recreate their first face-to-face
meeting in the hospital, she would include a camera.
"I wish I had a photo of it," said Marlene. "It was one of those 'Kodak moments.' We just
hugged each other and cried."
The two began their relationship on the telephone a problem" -

"Rebecca called me even before I had

but they didn't meet until after Marlene's "miracle baby" was delivered.

The parents of three boys (8, 4 and 18 months) in South Miami, Marlene and Wilfredo
Cotto were preparing for twins. Because an earlier miscarriage placed her at risk, Marlene was
assigned a nurse case manager. Neither of them could have predicted future events.
Around the 18th week of the pregnancy, one of the twins died. Although she knew there
was risk involved, "terminating the pregnancy wasn't an option," said Marlene. "Even though I
was cold that chances for a good outcome were slim, I really felt there was something telling me
it would be okay."
"Marlene felt very strongly about continuing her pregnancy and we encouraged her to hold
true to her beliefs," said Rebecca. "We worked within the program to ensure Marlene had all
the care she needed."
To keep Marlene home with her family for as long as possible, and still comply with her
doctor's order of total bed rest for the duration of
the pregnancy, Rebecca arranged for skilled nursing

'

care in the home. Through this program, the

....

well-being of both mother and baby were carefully
monitored. Rebecca also continued to stay

~ ,,..,.~';,:.,_
, -\,
•
r •,..;•r '

-~~
.,;, -~s,.

,•

,,,
... . ....,
.

personally involved in Marlene's care.
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"Rebecca helped me spiritually, she helped me
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emotionally, and she helped me physically," said
.l

Marlene. "It was like talking to a friend, because

Healthy Addition mom Marlene Cotto and BCBSF nurse

case manager Rebecca Valdes enjoy time together with

baby Christina , the "miracle" that brought them together.

she is a friend. She calls me to this day."
This day finds Marlene caring for the family's
newest addition, Christina Franscesca Cotto, who

•

The Cotto family is delighted to welcome Christina

into the family and takes time to introduce her to the
beauty of South Florida.

Pictured left to right are

Wilfredo, Jesse (on lap), Michael, Christina, Marlene and

was bom January 21, 1995. "She's beautiful," said

Wilfredo, Jr. (in front).

the elated mom, "she's my miracle baby."

O/\CTOIO

The Healthy Addition program began

providing prenatal early intervention to Health Option s
members in December of 1991.

As a result, women with

high risk pregnancies have carried their babies longer.
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Quality health care and affordability are two phrases that don't always mix, as the
community of St. Cloud discovered.
"We had a double digit premium increase every year prior to joining Blue Cross and Blue
Shield of Florida in 1993," said Joe Denaro, Employee Relations Director for the city located
south of Orlando. "Last year, we didn't get an increase."
When the city's health care costs became prohibitive, BCBSF worked with an employee
advisory committee to offer alternative coverage.
The employee committee preferred BCBSF's Elect Care -

an HMO-type program that allows

members to see physicians outside the network if they elect to pay more. According to Karen
Freche, the BCBSF account executive who handles the St. Cloud account, there was only one
problem. BCBSF didn't have a well-established network of health care professionals in the area.
"The community really pulled together to make it all work," said Karen. A team of BCBSF
employees worked with the St. Cloud employee advisory committee, local physicians and the local
hospital to encourage quality physicians to join the network.
According to Joe Denaro, St. Cloud employees are "very
satisfied" with their new health care coverage. "BCBSF did a
great job of building a top-notch physician and hospital
network. They contained the cost over the first year and
stabilized the premiums."
In addition, Joe says that BCBSF is very responsive to
employee problems. John Stevens, assistant account manager
at Blue Cross, deals with any problems that arise. "Every
situation that an employee has brought to our attention, John
has gotten personally involved and resolved it."

.A

BCBSF employees John Stevens and

Karen Freche work together to make
sure our customers get the service and
value they have come to expect from

BCBSF.

Is there a personal attitude of caring at BCBSF? Joe says,
"Yes. I can attest to that."

•

City of St. Cloud ' s Employee Relations

Director Joe Denaro and Benefits Coordinator
Linda McMichael can attest to the personal
attitude of caring at BCBSF.

Joe says

St. Cloud employees are "very satisfied "
w ith their health care coverage .

QACTOID

Elect Care provides the full

range of HMO benefits with the flexibility
to obtain services outside the network

if desired.

With a 33 percent growth

rate , Elect Care wa s BCBSF ' s fastestgrowing group product last y e ar.

If the pa,ents

w
4 efr

child,-en to the office of 0,. Philip Adle, don't seem to unJe,.

stand4 h @~needifeI:.rteventive medicine, this pediatrician gets personal. "I tell them I've been

J "{
.,..._ _ _ _ _a__
ro- ~nd l~_?
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h"te se_e .d iphtheria and ~olio firsth~nd," he ~aid. "~he.y are horrible '~iseases."

ffis;l;impa_are.a p.hyg1an sees prevent1on -

particularly 1mmumzat1on -

as the touch-

stone" of his practice. His commitment for immunization goes deeper than his observations as a
young physician. It's more personal than that.
"As a child, my brother had a very serious case of polio, and I remember how sick he was," he
said. "You only have to have that type of personal experience once to understand how important
prevention is."
By relating such personal experiences and aggressively emphasizing prevention, Or. Adler has,
by his own estimate, immunized close to 90 percent of all his patients -

well ahead of the

national goal to immunize 90 percent of all children under the age of two by the year 2000.

Dr. Adler is very appreciative of the emphasis placed on preventive services by managed care
programs like BCBSF's Health Options. As one of the original physicians to join the Health
Options network, Dr. Adler says he doesn't practice medicine any differently in an HMO. In
fact, he says it's made it easier for him to practice good medicine.
"Keeping children well is a very important part of my practice," he said, "and programs like
Health Options help me see more children more often. I can keep them healthy by making sure
they are getting the right nutrition and proper immunizations."
There's another reason why Health Options has made it easier for him to deliver quality care
to his patients -

the affordability factor. "Now, they don't have to worry about the issue of money,"

he said. "It's so wonderful to have the financial barrier between doctor and patient removed.
Parents don't have to worry about how they're going to afford health care for their children."
Dr. Adler also has high praise for the people he works with at BCBSF. "They've been
extremely helpful. When the tough cases arise, they're always there."

When Steve Shear, Vice President/Benefits Manager at George Levy, Inc., says Blue Cross
and Blue Shield of Florida employees go "above and beyond the call of duty," he speaks from
personal experience. His wife left her job with another company and later discovered that her
COBRA-mandated health insurance was about to expire.
"We thought COBRA lasted for 24 months, but it was only 18. It expired right in the middle
of her pregnancy," said Steve. "We were worried, but our account representative helped get my
wife covered under my BCBSF insurance."
Steve calls it going the extra mile. BCBSF account representative Linh Tacker says it's her
job to do everything possible to provide the customer with the service they expect -

even if it

means working extra hours.
In Steve's case, Linh reviewed the status change, did some research, and discovered the law
allows certain people to enter a plan with a qualified event. "As an advocate for the customer, I
work to understand what's important to them and then make sure their needs are met."
Steve says he's not the only employee who's benefited from Linh's help.

"If an employee has a problem, Linh jumps right in to help resolve it.

.,,~

On one occasion there was a misunderstanding about use of an emergency
room, and Linh contacted the doctor to straighten it out -

lo:!

•I

personally."

George Levy, Inc., which makes and retails trophies, awards and

,.

',, __

advertising specialties in the Tampa area, echoes this personal commitment to its employees -

~'\

especially regarding their health care.

"Mr. Levy feels that providing quality health coverage is the most
important thing we can do for our employees," said Steve. "We have cut
in other areas, but we still pay 100 percent of insurance costs. That is
the very last benefit we would take away."

Q
BCBSF employee Linh
Tacker says it ' s her job to do
everything possible to provide

customers with the service
they expect -

The company joined BCBSF's dual-option HMO/PPO plan two years
ago, and most of its 50 employees chose the HMO. According to Steve,

even if it means

working extra hours .

According to Steve Shear,
Vice President/ Benefits

"Employees love it -

especially the low-cost copay for a visit to the doctor."

President George Levy is also pleased with the quality of care and the
cost savings. "For two years after our [dual-option] plan started, we had

Manager at George Levy, Inc.,
providing quality health

coverage is one of the most
important things the company

does for its employees.

no increase in premiums at all," he said. "This year we renewed and got
Our dual~option

a six percent rate reduction. That's incredible!"

HMO/ PPO plan is one way
BCBSF is meeting the needs of
its customers.

Employers not

only like the flexibility of giving
their employees a choice of
plans, they also appreciate the
affordable premiums .

MAKING TH[ SWITCH TO • UAllTY [AR[ AT lOW [OST

Jack

=dµ

Ne,boy made ilie swi,ch in 1993, a move iliey say ~ved iliem wme

$3,500 in / 994.

The SVrjitch;'.Was to Medicare & More -

--c:::---------\., ..

Blue Cross and Blue Shield of Florida's HMO for

seniors. "We look-back now and wonder why we didn't make the switch a long time ago," said

i1e;,c·z iespent so much money for medical purposes and we've never had any better doctors
that1 J,Ve have right now."

~The Hollywood, Florida, couple resisted the Medicare HMO idea for some time, fearing

their access to quality physicians would be restricted. After joining Medicare & More, their
concerns were quickly put to the ultimate test. Geraldine, 83 this year, needed major heart
surgery -

bypasses, a new aorta valve and a new pacemaker. She also suffers from diabetes.

"Nothing was spared to make it a certainty my wife would recover," said Jack. "The anxiety
of this whole ordeal was eased a lot watching the high quality care she received." And a year
later, Geraldine reports that she is "hopping like a bunny."
Like a growing number of Florida seniors, the Netboys discovered that far from restricting
access to good care, Medicare &
More eliminates the financial

Dr. Sam Lerman is one of the doctors who cares for Mrs.
Netboy.

barriers to receiving high quality

They say his quality care deserves "straight A ' s . "

Jack and Geraldine Netboy look back and wonder why

care. Were it not for this pro-

they didn't make the switch to coordinated health care a long
time ago.

gram, the Netboys would have

By year end 1995, Medicare & More will provide

been responsible for either large

more than 50,000 Florida seniors with affordable, quality
health care.

Medicare deductibles and copay-

llj

-t· ·" ,

ments or Medicare supplement

.. . . . , . . , . ~ ---

The program is currently available in South

Florida and Jacksonville and will soon be expanded to include
seniors in the Tampa, St. Petersburg and Orlando areas.

insurance premiums.
Either way, their out-of-pocket costs would have been considerably higher. In addition to
dramatically lower costs, the Netboys also enjoy enriched benefits that traditional Medicare
and Medicare supplement insurance do not provide including preventive care like routine
checkups and economical coverage for prescription drugs and hearing, dental and eye care. The
Netboys describe programs like Medicare & More as a "lamppost" for what future health care
should be. After all, says Jack, "Who could ask for anything more?"
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To the Board of Directors of
Blue Cross and Blue Shield of Florida, Inc.:

We have audited the accompanying consolidated balance sheets of Blue Cross and Blue Shield of Florida, Inc.
and subsidiaries as of December 31, 1994 and 1993, and the related consolidated statements of operations and
policyholders' equity and cash flows for the years then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in ~he financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Blue Cross and Blue Shield of Florida, Inc. and subsidiaries as of Qecember 31, 1994
and 1993, and the consolidated results of their operations and their cas~ flows for the years then ended in conformity with generally accepted accounting principles.
On January 1, 1994, the Company adopted Financial Accounting Standards (FAS) Board Statement No. 112,
."Employers' Accounting for Postemployment Benefits" and FAS 115, "Accounting for Certain Investments in
Debt and Equity Securities," as discussed in Notes 1 and 8 to the consolidated financial statements. On January
1, 1993, the Company adopted FAS 106, "Employers' Accounting for Postretirement Benefits Other Than
Pensions" and FAS 109 "Accounting for Income Taxes," as discussed in Notes 8 and 10 to the consolidated
financial statements.

~i-~LL/J
Jacksonville, Florida
February 20, 1995
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For the Years Ended
December 31,
1994 ................... 1993

December 31,
Assets

J.9.9.,3

1994
(In Millions)

(In Miliions)

Investments:
Fixed maturities, at market in 1994
and cost in 1993 (cost in 1994 $633.0
and market in 1993 $503 .9)
Equity securities, at market ( cost $15 7 .4
in 1994 and $119.0 in 1993)

$ 609.8

Revenue
related income
.Investment and
. ... .

$ 502.4

Total revenue

827.1

Total investments

Claims and medical expense

746.7

Qpera.ti.r1~ .~X.l?.~1:15.e.

.T?.t a.-~.~x.P~i:s.~s.

Receivables:
Premiums and other
Reimbursable contracts
Federal Employees Program
Property and equipment
Deferred expenses

89.7
57.6
118.2
80.9

Total assets

91.2
64.0
118.5
62 .1
90.0

Income before income taxes and
cumulative effect of accounting changes
Provision for income taxes

$1,172.5

::::::::::::::::::::::::::: ..

Income before cumulative effect
o( accounting ~hanges

$2,268.9
34.7

$1,997.3

..................... iW.~

2,303.6
.... ............. .

2,045.5

1,678.5
497.6

1,408.5
468 .2

2,176.1

1,876.7

127.5

168.8

25.2

25.2

102.3

143.6

,

Liabilities
Liabilities for policyholder benefits:
Claims outstanding
Reimbursable contracts

$ 182.2

Cumulative effect of accounting changes:
Postemployment benefits
Postretirement benefits other than pensions
Income taxes

$ 152.5

64.0

N~t income
Unearned premium income:
Premiums
Federal Employees Program
Deposits and advances

Policyholders' equity, beginning of year

f.\c:~?.ll1:1~s p3.-y<1b. l.e. .3.-.1:19.. 3.-c:c:.r'-:'e.cl..e.l{pe,r:is.e.s .
, Total liabilities

81.2
118.2
8.9
221.0

68.1
118.5
11.8
239.6

713.6

681.3

Policyholders' Equity

Policyholders' equity, end of year

559.3

491.2

$1,272.9

$1,172.5

See acco mpanying notes to consolidated financial statements.
. ..................... ::::::::::::::::: ::::::::::::::: :::::::::::

See accompanying notes to consolidated financial statements.
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___(

(59.3)
28.0

95.7

112.3

491.2

380.9

1.2

Net change in unrealized gains (losses) for
debt and

: : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : ......... : : : : : : : : : : : ~~::

~ ?.li c:y.li?,!9e,r.s'. ..e.9'-:'i ~Y.. ..................... ......................... .

:::::::::::::::::T~~:~1Y~?:~~\~\~~,~~1,P:~1,~~Y,~?~?~~~'. ,~9~,~~Y:::

\.

Adjustment to beginning balance for change
in .accounting principle 'for investments

(6.6)

YA 6 t 2 l
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$ 559.3

$ 491.2

(CONTINUfO)

+V.

BLUE [ROSS AND

BLUE SHIELD OF FLORl !DA, INC. AND SUBSIDIARIES

+V.

BLUE [ROSS AND

BLUE SHIELD OF FLORID1 A, INC. AND SUBSIDIARIES

For the Years Ended December 31,

1994

For the Years Ended December 31 ,

1993

(In Millions)

Increase (decrease) in cash and cash equivalent1:

Reconciliation of net income to net cash
provided by operating activities:

Cash flows from operating activities:
Premiums and other revenue recei~ed
Claims and medical expense paid
Cash paid to suppliers and employees
Interest and

$2,285.8
(1,640.4)
(537.6)
41.4

N ~~ . <::~-s ~.pr_°."icl~4.?.Y..°.P.~.r~~ir:1~ _c1~t_I\T_ities

149.2

Cash flows for investing activities:
Proceeds from investments sold:
Fixed maturities
Equity securities
Proceeds from investments matured:
Fixed maturities
Cost of investments purchased:
Fixed maturities
Equity securities
Purchase of property and equipment

181.4

574.1
2,146.6

843.3

737.2
(1,440.6)
(2,151.8)
( 12.8)

Adjustments to reconcile net income to net cash
provided by operating activities:
Cumulative effect of accounting changes:
Postemployment benefits
Postretirement benefits other than pensions
Income taxes
Depreciation and amortization
Amortization of investment
discounts and premiums, net
Net realized loss (gain) on sale of investments
Decrease (increase) in certain assets:
Premiums and other receivables
Reimbursable contracts receivable
Deferred expenses and other assets
Increase (decrease) in certain liabilities:
Liabilities for policyholder benefits

Cas~ c1114.<::c1s]:i_e.q1.1,i"c1l~i:1~s _c1t_.?~g:i~11_i~g:.°.f_ye.ar

...... ::::::::::::::::····

$

Cash paid for income taxes during 1994 and 1993 was $40.1 and $25.3 million, respectively.

(58.3)

34.1

113.2

79.1

54.9

$ 113.2

Net cash provided by operating activities
:::::::::::::::::::::::::::::::::::::::
...... ::: .... : ... :
:: ........ ........... ......... .. .......... .. ........... .. ... .
See accompanying notes to consolidated financial statements.

See ac f:ompanying notes to consolidated financial statements.
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6.6

21.7

59.3
(28.0)
19.1

(.1)
9.3

1.6
(16.1)

1.5
( 18.0)

· (6.3)
26.8
(24.5)

41.0

(12.9)

6.4

(207.5)

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at end of year
::::::::: ::: ::::::::::: :::::::::::::::::::::::::::::::""'·············· ....

Net income

727.8
1,869;2

(1,718.0)
(1,900.6)
(29.2)

Net cash used in investing activities

.. :::::::

1993

1994

(In Millions)

REPORT 1994 FINANCIAL REVIEW
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$ 149.2

$ 181.4

riQ

•

BLUE

CROSS . AND

BLUE

SHIELD

Summary of Organization an~ Significant Accounting Policies

Organization

Blue Cross and Blue Shield of Florida, Inc. ( the Plan), a
mutual insurance company, offers a wide range of health care
products including traditional health insurance, preferred
provider organization products, health maintenance organization prod~cts ( through its wholly owned subsidiary, Health
Options, Inc.) and special products such as dental and wellness programs. Life insurance products are marketed in
Florida by Florida Combined Life Insurance Company, Inc., a
wholly owned subsidiary.
'
The Plan acts as an administrator for other Blue Cross and
Blue Shield Plans and employer groups, and for programs such
as Medicaie, the State of Florida - Employee Group, and the
Federal Employees Health Benefits Program (FEP) .
The Plan is an independent licensee of the Blue Cross
and Blue Shield Association. The Association owns the Blue
Cross and Blue Shield service marks and establishes national
policies and sets certain operating and financial guidelines for
the independent Blue Cross a"nd Blue Shield Plans. The
Association is not an affiliate or gi.i'arantor of the Plan.
Basis of Presentation and Prlnclples of
Consolldatlon

The accompanying financial statements have been prepared
on the basis of generally accepted accounting principles.
The consolidated financial statements include the
accounts of the Plan, its wholly owne<;l subsidiaries and affiliate (the Company). A ll significant intercompany transactions have been eliminated. Certain amounts in the 1993
financial statements have been reclassified to correspond to
the 1994 presentation.
Accounting Changes

On January 1, 1994, the Company adopted Financial
Accounting Standards (FAS) Board Statement No. 112,
"Employers' Accounting for Postemployment Benefits," and
FAS 115 "Accounting for Certain Investments in Debt and
Equity Securities." See Notes 8 and 1 (Investments), respectively, for further information.
On January 1, 1993, the Company adopted FAS 106,
"Employers' Accounting for Postretirement Benefits Other
Than Pensions" and FAS 109,"Accounting for Income Taxes."
See Notes 8 and 10 for more information.
Investments

On January 1, 1994, the Company adopted FAS 115,
which requires that investments in debt and equity securities be
designated as trading, held-to-maturity, or available-for-sale.
These reporting categories determine the recognition and measurement of investments in the Company's financial statements.
The cumulative effect as of January 1, 1994 of adopting FAS
115 was an increase to policyholders' equity of $1.2 million.
The Company's fixed maturities are comprised of U .S.
Government, Treasury and agency instruments; corporate and
municipal bonds; commercial paper; and certificates of deposit.
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Beginning in 1994 under the provisions of FAS 115; fixed
maturities are classified as available-for-sale and are carried at
published market value. In 1993, these investments were carried at cost adjusted for amortization of premium and discount.
Equity securities are carried at published market value in 1994
and 1993. Changes in such value for the fixed maturities and
equity securities are reflected as a direct credit or charge to policyholders' equity.
Cash and cash equivalents consist of demand deposits,
overnight repurchase agreements and marketable securities with a
maturity when purchased of less than 90 days. These investments are carried at cost, which approximates market value.
Net realized investment gains and losses are calculated
on the first-in first-out basis of identification. Realized gains
and losses and declines in value judged to be other than tern;
porary on available-for-sale securities are included in investment and related income.
Revenue Recognition

Premiums are billed in advance of coverage periods and
recognized as revenue when due. Other revenue is recognized
in income when earned.
Property and Equipment

Property and equipment are recorded at cost. Depreciation
is computed on the straight-line method over the estimated
useful lives of the assets.
Deferred Acquisition Costs

The costs of acquiring new business, principally direct
marketing expenses, and certain expenses of policy issuance
have been deferred. These .expenses vary with, and are primarily related to, ·the production of certain Medicare supplemental products issued after October 1, 1990. The deferred
acquisition costs of $25.8 million and $23.6 million, net of
amortization, for 1994 and 1993, respectively, are included in
deferred expenses and other assets and are being amortized
over the premium-paying period of the related policies.
Llabllltles for Policyholder Benefits

The Company accrues for incurred and unreported claims
based on historical paid claims data and experience using actuarially accepted statistical methods. The assumptions used in determining the liability are periodically reviewed and any adjustment
resulting from these reviews is reflected in current operations.
Processing costs related to such claims are expensed as incurred.
See Note 6 for activity in the liability for claims outstanding.
The liabilities for reimbursement contracts (National
Accounts, FEP, Cost Plus and Minimum Premium Plan contracts) are also established as receivables and have no effect on
net income.
The Company also issues a number of products which are
priced in such a way as to generate income in early years which
provides for revenue recognition over the expected policy periods in order to match reveO:ue and expense. Such·products
issued after October 1, 1990 may not be cancelled, and a liability
for policyholder benefits has been recorded using accepted actuarial valuation techniques.

A N N U A L R E P OR T I 9 9 4 F I N A N C I A L R E V I E, W
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Expense Reimbursement

Operating expense is allocated to various lines of business in order to determine the expense reimbursement due
from Medicare, where the Company acts as a fisca l intermediary, and from other Blue Cross and Blue Shield Plans for
which the Plan processes cla ims. The Company is reimbursed for either costs incurred or amounts based on predetermined budgets. Reimbursements of $164 million for 1994
and $175 million for 1993 (which approximate the cost of
administering these programs) are included in revenue. The
actual cost of administration is included in operating
expense. Reimbursements and claim payments are subject
to audit by the respective agencies and any resulting adjustments are reflected in current operations.

OF

FLORIDA,

INC . ANO

The amortized cost and market value of fixed maturities
by contractual maturity are shown below. Expected 'maturities will differ from contractual maturities because borrowers
may have the right to call or prepay obligations with or without call or prepayment penalties.

........ ·-· . ..

•

Investments

The market value of the Company's fixed maturity and
equity investments are estimated based on quoted market prices.
Refer to Note 1 for an explanation of the carrying value for 1994
and 1993. The cost and market value of the Company's fixed
maturity and equity investments are as follows:
1994

· · · · brass

dross

Unrealized Unrealized
Gains
Losses

Cost

Market
Value

(In
Fixed maturity investments:

U.S. Government & agencies
Mortgage-backed securities
Public utilities
Corporate
Other

Due in one year or less
Due after one year
through five years
Due after five years
through ten years
Due after ten

.2

$

-

.2

1993

$12.0
5.3
.l
5.9
.1

$414.5
80.2

Cost

$112.4

$110.2

$ 112.3

$ 112.5

278.7

268.7

218.l

218.9

547 .5
85.5

~~?3.Cl __

23.4

609.8

···········--·--· Marh:;··
Cost

Value

$340.5

$341.4

(In Millions)

114,5
36.2

66.4

529.6
80.2

457.0
45.4

458.4
45.5

$609.8

$502.4

$503.9

Proceeds frolll sales of investments in fixed maturities during 1994 and 1993 were $727.8 million and $574.1 million,
respectively. Gross gains of$ 1.4 million an;:I $11.1 million and
gross losses of $13 .4 m_illion and $ 1. 1 million were realized on
those sales in 1994 and 1993, respectively.

•

~eceiva~les

Premiums and other:

Subscribers and members
lnterplan and National accounts
Medicare and other government agencies
Claim recoveries
Interest receivable

$ 47.9
19.1
2.4
9.3
8.4
14.4

$ 34.2
18.5
24.2
7.5
5.9
11.6

101.5
11.8

101.9
10.7

$ 89.7

$ 91.2

1.2

112.6
1.3

Market
Value

Value

_1'1~rt¥"~e: b?_ck~d. s~c~ri_ti_es
.......

1993

... M~;k~r

Cost

Others

$426.3
85.5
1.3
118.5
1.4

1994

.........................
(In Millions)

Income Taxes

The Company files consolidated federal and state income
tax returns and provides for income taxes in accordance with
FAS 109. Under this method, deferred tax assets and liabilities are determined based on the difference between the
financial statement and tax bases of assets and liabilities using
enacted tax rates in effect for the year in which the differences are expected to reverse.

SUBSIDIARIES

Total, net

The Plan records its proportional share of receivables
and unearned premiums related to FEP. The amounts
recorded for 1994 and 1993 had no effect on net income.

•

Property and (~uipment
December 31,
1994
1993

Fixed maturity investments:

(In Millions)

U.S. Government & agencies
State, municipalities, and
political subdivisions

Mortgage-backed securities
Public utilities

Land
Buildings and improvements
Equipment an.d other

$

5.1
49.4
112.4

.... L:ess_a.cctJinuiat~d-~e!'reci".tiort

166.9
86.0

Net property and equipment

$ 80.9

Total property and equipment

$ 3.9

44.8
90.6

'
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Administrative Contracts

The Plan serves as intermediary for the Medicare program. Additionally, the Plan acts as an administrator for
other Blue Cross and Blue Shield Plans, employer groups and
other organizations. Claims relating to these programs, as
shown in the following cable, are not reflected in the accompanying consolidated financial statements.
........... ............

Number of
Processed

1993

(In Millions)

•

1993

1994
... ..........
. .....
(In Millions)

50.22 $8,143.9
278.2
1.74
135.8
0.05
0.80
191.8

53.71
1.74
0.05
1.06

Medicare
State of Florida
BCBS lnterplan Bank
Other Groups

$7,556.2
280.8
152.4
156.0

(In Millions)

.. ~~i.?:.Y.~~!~.....
Total incurred
.. ... ..............
Paid ;elated to:

~~~?!.Y.~~:.s.. ... .
.. ..!o(~l.l'~.i~ ....... .

Balance at December 31
.... ................. ····························

CROSS

AND

$

Service cost
Interest cost
Actual return on plan assets

....~~?.r:t.i~~~~?~.?r ~~~~~.'?~~~~1. ~~?~~~
··•······· ·····

(6.1)

(9:9.> .
$

Net pension cost for year

....

$ 6.7
7.6

8.8
9.0
.9

::::::::: : : :::::: ::::::

.... (1.-.5) ...
$ 6.7

8.8

.................. ·························································

69.9
9.6

79;:,;·······

64.5
9.0

f33 ·

P.ro)_ect~d. ~eil~fit.o_bli~~ti.~Il .at.Y.ear_~n~... . .......... .

44.6
124.1

46.2
119.7

Projected benefit obligation in excess of plan assets

(23.4)

(22 .2)
2.6
12.7
.. (5.6). .
$ (12.5)

..f ~?~~~~?~. ~?:.f~~t_1:~ .~~!~ry.i.1:~~~~~~.

$ 150.9

1,146.0
25.8
1,171.8

937.2
23.1
960.3
825.1
133.6
958.7

1,.1.'.1:~:1..
$ 152.5
$ 182.2
.... .... ................. .

Unrecognized net loss

~1::.~ ~~~~~~~~ .':1.~~.~~~~
.t \c~ru~d:

r,~\~:~:\i~~il('.Y at.ye•.'.~n.d ..

.4
14.5
(4.9)
.................... ..........
$ (13.4)

fm~loyee rension rlan

The Company participates in a defined benefit, noncontributory pension plan covering substantially all of its
employees. The plan provides benefits based on years of service and the employee's compensation in the year immediately
preceding retirement. The pension plan is funded through the
Blu~ Cross and Blue Shield National Retirement Trust, a collective investment trust which services the retirement programs of its participating employers. Assets of the National
Retirement Trust consist primarily of listed equity securities
and U.S. Government and corporate bonds.
For financial reporting purposes, a pension plan is considered underfunded when the fair value of plan assets is less than
the accumulated benefit obligation. The plan has assets in
excess of the accumulated benefit obligations (actuarial present value of benefits earned to date based on present salary
· levels) at December 31, 1994 and 1993. The Company's funding policy is to meet the minimum requirements of applicable

.. ....

December 31,
1994
1993
Major Assumptions:
Discount rate
Rate of increase in compensation levels

•

8.0%
3.5%-7.0%
9.0%

7.5%
3.5%-7.0%
9.0%

Postretirement Benefits Ot~er l~an Pensions
An~ Postemployment Benefits

The Company provides certain health care and life
insurance benefits to eligible retired employees. Generally,
the health care coverages pay a percentage of most )J1edical
expenses reduced for any deductibles and payments made by
government programs and other group coverages. Those
covered by the HMO plan have authorized care fully covered except for required copayments. Life payments are generally provided by insurance contracts. The Company's
current policy is to fund the cost of postretirement health
care and life insurance plans on a pay-as-you-go basis.
Effective January 1, 1993, the Company adopted FAS
106. Postretirement benefits are now accrued over the period
the employee provides service to the Company. Prior to the
change, costs were charged to expenses as incurred. The

REPORT 1994 FINANCIAL REVIEW

,,,::::::~?} ,::::

December 31,
1994
1993

$ (12.3)

$(13.4)
(4,1)

(3. 7)

(25.8)
i~;;i ~biig~;;~~·.............. ............................ . f {4i:
f f.·
(25 .5)
3.7

Unrecognized loss

N~i ~;;;~;;;~;;;~~;·i;~~~fit iiability

(24.1)

$

(40:-ii" ..
(26.8)
4.6

· · · · · ·· · · · · · ·

recognized in financial statements
::::::::::::: :::::: ::::· ··· ::::::::::: :::::: :::::

$ (65.1)
..........

The Company leases office space and data processing
and office equipment under leases which expire on various dates through 1999. The following is a schedule of

ANNUAL

Basic Rental

1995
1996
1997
1998
1999
·::::: :::::::::::::::::::::::··

•

$22.5
13.0
8.1
3.2
1.9
......................
$48.7

::: ::··:::::::::::::::::::::::::::::::::::::::::.:::: ........... ::: :::::::::·······

Rental expense for 1994 and 1993 was $27.8 and
$25.6 million, respectively.

Income laxes

The Company iJ.dopted FAS 109 as ofJanuary 1, 1993.
The cumulative effect of chis change in accounting for
income taxes as of January 1, 1993 increased net income by
$28.0 million and is reported separately in the consolidated
statement of earnings for the year ended December 31, 1993.
The effect of applying FAS 109 on net income for the year
ended December 31, 1994 was an increase of $2.0 million.
The components of the net deferred tax asset as of
December 31, 1994 and 1993 were as follows:

1994

$ (62.3)

Rentals Under O~erating leases

PAGE 27

Year Ending

:::: :: :: ::: ..... ... ..

The accumulated postretirement benefit obligation
(APBO) was determined using an 8.0% discount rate and an
assumed compensation increase ranging from 4.0% to 7.5%.
The health care cost trend rates were assumed to be 11.5% in
1994, gradually declining to 6.0% in 12 years. The effect of a
1.0% increase in the assumed health care cost trend rate
would increase the APBO as of December 31, 1994, by
approximately 0. 7%, and the aggregate of the service and
interest costs components of net annual postretirement benefit cost by approximately 0.5%.
The Company provides certain postemployment benefits,
such as disabiliry coverages and severance pay, to former or
inactive employees during the time period following employment but before retirement. Effective January 1, 1994, the
Company adopted FAS 112. Postemployment benefits are now
accrued as of the date the employee becomes eligible for the
benefit. Prior to the change, costs were charged to expenses as
incurred. The Company's charge for postemployment benefits
at January 1, 1994 was $6.6 million, net of $1.7 million of
deferred tax benefits, and was immediately recognized as the
cumulative effect of a change in accounting for postemployment benefits. The 1994 annual expense was $1.1 million.

•

SUBSIDIARIES

Commitments
December 31,
............................................
······································
..ii~M;u;;,;;_;j··· ........ .

:2:)

.. .. .. ..

INC. AND

future approximate minimum rental payments due under
operating leases that have initial or remaining non-cancellable lease terms in excess of one year:

$2.5
$2.1
3.1
2.8
. ...... ( .1:~.)............. ..<1.

The amounts recognized in the Company's balance
sheet were as follows:

Accumulated postretirement benefit obligation:
Retirees and dependents
Actives eligible for benefits
Actives not yet eligible

FLORIDA,

....."ii~·M;u;;;;_;j·········

:~ ~:\ ge{,k1,\':,('~'.tr~,'.i:r:~~~~\ ~ ,~~A\ ~~i!,,,::::::::::::· ....... :::::::~~?

$ .97 .5

OF

December 31,
1994
1993

::::: ::::::::: ::: ::::::::::

$1.c,():7. ..

Actuarial present value of benefit obligations:
Vested
Nonvested
.· A~~~~~i~r~d· i,"~~~r;; ·~biig~ci~~ ..

BLUE SHIELD

Company elected to recognize the accumulated postretirement benefit obligation upon adoption of FAS 106, which
resulted in a one-time charge to earnings of $59.3 million in
1993, which is not reduced by deferred tax benefits.
The components of net periodic postretirement benefit
cost are as follows:

t\lll~'.ti'.~~!~n. ~f .Pl•.n.~.!Tle!ld.!Tle.nts_..... . . . . . . . . . . . . . . . . . . .

Components of pension expense:

Expected long-term rate of return on plan assets

ANNUAL

BLUE

Unamortized prior plan amendments

$ 152.5

998.6
143.5

Current year

-t.V,

Service cost
Interest cost

Unrecognized prior service cost

Current year
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regulations within the limits of deductibility under current tax
regulations. In conformiry with that policy, the Company
made additional contributions in 1994 and 1993 which
reduced the accrued pension liability.
The following tables detail the components of pension
expense, the funded status of the plan, amounts recognized in
the Company's consolidated financial statements, and major
assumptions used to determine these amounts:

P.lail .~!~ts .•t.fair.".~lu.e .at.year. ~n~ ..

Activity in the liability for claims outstanding is summarized as follows, for the years ended December 31, 1994
and 1993:
December 31 ,
1994
1993

•

INC. AND

Funded status of the pension plan:

lia~ility for Claims Outstan~ing

Balance at January I
Incurred related to:

FLORIDA,

Amount Paid

Claims
. ....
1994

OF

Deferred tax assets:
Building and fixed assets
Software
Other liabilities and reserves
Accrued pension costs
Accrued postretirement benefits other than pensions

Accrued postemployment benefits
Other accrued expenses

Miscellaneous
Alternative minimum tax credits

Valuation allowance
Total deferred tax assets

1993

(In Millions)
$ 14.4
16.7
18.2
6.3
26.2
3.6
10.9
2.0
29.3
(62.3)

$ 14.4
16.7
24.7
6.8
21.9

2.8
5.0
15.8
3.0
3.9
30.5
$ 34.8

5.0
4.7
11.5
3.0
2.4
26.6
$ 31.3

8.7
4.3
29.0
(68.6)

Deferred tax liabilities:
Policy acquisition costs
Claims processing cost
Reserves
Basis differences in subsidiaries

Miscellaneous

i~;;1<li~;;ed ;~;·1;;i;;i;;;~;· ..................... .
.. .
. ................ ..
Total net deferred tax asset

::::::::::: ::: :::::: : ...................... .

A valuation allowance is provided when it is more likely than not that some portion or all of the deferred tax assets
will not be realized. During 1994, the valuation allowance
decreased by $6.3 million. Approximately $1.6 million of
chis deferred tax amount resulted from the adoption of FAS
112, and was included in calculating the cumulative effect of
adoption of FAS 112. Therefore, the provision for income
taxes reflects only $5.8 million of the increase in the
deferred tax amount.
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Under the principles of FAS 109, the provision (benefit) for
income taxes includes income taxes currently payable and
those deferred because of temporary differences between the
financial statement 'and tax bases of assets and liabilities.
The provision (benefit) for income taxes for 1994 and 1993
consists of the following:
r

December 31,
1994

\

-

1993

December 31,

....................19.9-1............... 1.?.?.3. ..... .
(In Millions/

Net investments in subsidiarl~
Accounts receivable, net

Furniture, equipment and other

.. ..~f~.':1:~.~~l?"~.~d <>~.~
~.................... .

r $22.1

$28.4

Additional statutory claim reserves
Additional statutory active life reserves
StatutoryTinvestment reserves

27.2
Deferred:
Federal
State

32.7

(1.6)

.

J

(6.4)

. ........................ ..<()..4.)

. (l_.l) .

(2.0)
......................

(7 .5)
$25:2

$25.2'

Total provision for income taxes

. ..... ............ : : : : : ~=: ::::;:: : : : : :

Reconciliation of the differences between income taxes
computed at federal and state statutory rates and the consolidated provision for income taxes for, 1994 and 1993 is as follows:

GMP accounting rules:
Postretirement benefits (FAS 106)
Postemployment benefits.(FAS 112)
Investments (FAS 115)
GAAP pension accrual
()i!,e.r!.llet

1994

,;;~;and;~~·state
m~statutory
·~omp~t~ at fed~-..1
tax rates
Blue Cross Blue Shield
special deduction
Salvage and subrogation
Tax exempt income

Alternative minimum tax

Amount

Rate,

$ 49.2

38.6%

-

-

(2.1)
(13.2)

(1.5%)
(10.4%)

(27.4)

$ 42.2

Rate
38.6%

(17.9) (16.4%)
(5 .8) (5.3%)
(2.0) (1.9%)

(0.6)

(1.5%)
(0.5%)

11.0

10.0%

$ 25.2

23.0%

(1.7)

(62.4)
(57.4)

60.4

7. 7
19.6
18.3

15 .4

.<!_! •.Cl)

........ 7.8

,::,,,, ~=3?,~,;f,,, ,JP?L ...

Results of operations for the years ended December 31,
i994
basis are as follows:
.. and 1993. reconciled to a statutory
'~
\

'

December 31,
1993

1994

(In Millions)

As of December 31, 1994, the net deferred tax asset
includes federal alternative minimum tax (AMT) credit
carryforwards of $29.3 million which may be utilized to offset future tax liabilities to, the extent that the Company's
regular tax liability exceeds the alte,r native minimum tax
liability. The credits result from the payment of federal
alternative minimum tax from 1990 through 1993'and may
be carried forward indefinitely.

•

(30.0)
(69.8)
(69.4) ·

1993

State tax provision, net of

(2.0)
(1.6%)
deferred benefits.
(0.2)
(0.1%)
Other miscellaneous differences
. Change in valuation allowance
(6.5)
(5.0%)
on deferred taxes
...........................
Provisi'an for.i~~~~- trJXes/
consolidated effective tax rilte
$ 25.2
20.0%

......... ""

).·

Amount

\

('4 2.3)
(26.3)
(32.6)
(55 .7)

60. 7

~~~'.~7,~~ri~,~r~~.r.m.n.

December 31,
·······················;·······1;~'jJilii,;;;s)

(32. 7)
(9.2)
(41.7) '
(69.3)

· i'isi:9>........ ·ffsi 9>.....

...\ i~i.i'ihi'

Current:
Federal

$ 491.2

$ 559.3

Consolidated policyholdets' equity (GMP)
~ -~~~-~ -~ ~-~~d~-i~~ :·· ··· ······-····· ..... .

Statutory ~e~orting

The consolidated financial statements of the Company
included herein have been prepared in conformity with generally accepted accounting _prindples (GAAP). The Plan and its
subsidiaries separately report to the Insurance Department of
the State of Florida on the basis of statutory accounting practices. A reconciliation between consolidated GAAP policyholders' equity and statutory surplus of the Plan follows:

$ 112.3
(5.8.: 1>,,............
60.6
37.6
(2.6)
(13.4)
(4.2)
2.9
(17.9)
(37.0)

$ 95. 7

Consolidated net income on a GMP basis
~ subsi~iaries'._gains

<5.~:!l.

Plan net income

Additional statutory reserves
GAAP pension expense ,
GMP additional reserves and deferred taxes
GMP accounting rules:
Postretirement benefits (FAS 106)
Postemployment benefits (FAS 112)
Other

•

~~~'.~Jt,~'.:'.n~~~~:~ :~ e Plan

.3
7.7

60.4

.4

1.9
$ 68.3

$ 28.4

Printed on Recycled & Recyclable Paper
In 1994, Blue Crass & Blue Shield of Florida

recycled 2.5 million pounds of paper, saving 21,237 trees.

(

[ontingencles

In the normal course of its business operations, the
Company is involved in routine litigation from time to time
with insureds, beneficiaries, and others, and a number of such
lawsuits wer~ pending at December 31, 1994. ·
The Health Care Financit,1g Administration and the
Office of Inspector General of the United States Department
of Health and Human Services have each sought to obtain
information from the Company for the apparent purpose of
seeking to establish against the Company claims under the
,Medicare Secondary Payer laws.
.
· In the opinion of management, there will be no material
adverse effect on the Company's financial position pr~results of
operations resulting from the aforementioned litigation and claims.
The Company issues a number of products which are
priced ir: such a way as to generate income in early years
which provides for reveµue recognition O'jer the expected
policy periods in order to match revenue and expense. Prior
to October 1, 1990, the Company had no contractual obligation to cpntinue these products or to maintain the current
pricing levels. Accordingly, no liability for policyholder
benefits has been recorded in the accompanying balance
sheets for the products issued prior to October 1, 1990.

Creative Production: Robin Shepherd Studios

PAGE

28

ANNUAL REPORT 1994 FINANCIAL REVIEW

Photography: Paul Figura , Images

For furth er informatwn contact:

Ex ec utive Communications Director
Blue Cross & Blue Shield of Florida , Inc .
Post Office Box 44269
Jac kso nville, Florida 32231 -4269
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